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’ “Vertical Divestiture of U.S. Oil Firms:
Don't Break Up The Impact On The World Oil Market”
the Oll Companies by William A. Johnson and Richard E.

Messick, in Law and Policy in Inter-
national Business (vol. 8, no. 4, 1976),
Georgetown University Law Center, 600
New Jersey Ave., N.W., Washington, D.C.
20001.

Legislation that would force the breakup of the major oil companies
into separate producing, transporting, and refining-marketing firms
would make the United States far more vulnerable to another Arab
oil embargo, say George Washington University economist Johnson
and co-author Messick, a research associate at Indiana University.

One of the principal arguments made for divestiture legislation is
that it would weaken the OPEC oil cartel. Congressional proponents
maintain that divestiture would shatter the old system under which
the oil companies help sustain high prices for crude oil by guarantee-
ing a market and by allocating production among OPEC members so
as to maintain a balance between world supply and demand.

The authors dispute this, arguing that there is a market for OPEC
oil, regardless of the major oil companies, and that OPEC alone is
now setting production levels. Divestiture would not weaken OPEC.
Instead, it would most likely result in a proliferation of crude-short
refining companies that could be expected to engage in panic bidding
for oil supplies, as occurred during the 1973-74 Arab oil embargo.
Moreover, some of the big integrated companies might move their
headquarters abroad to escape U.S. curbs and focus on foreign opera-
tions in competition with weaker, nonintegrated U.S. companies.

For the United States to abandon its special relationship with the
international oil companies would make oil sharing among Western
nations (quietly arranged by the companies in 1973-74) less likely in
the event of another embargo. Without this allocation system, the
United States would be subject to the full force of Arab pressure.

. “The Economics of a 200-Mile Fisheries
FZSh SfOVy Zone” by Robert J. Slye, in Naval Iusti-
tute Proceedings (Feb. 1977), U.S. Naval

Institute, Annapolis, Md. 21402.

A 200-mile “economic zone,” unilaterally imposed by Washington, went
into effect off U.S. coasts March 1. It was designed to end the influx
of Soviet and Japanese fishing vessels and help U.S. fishermen, whose
share of the annual catch in Atlantic waters alone has declined from
93 to 50 percent since 1960.

But Slye, a Coast Guard ensign with experience in Alaskan waters,
observes that the establishment of the 200-mile economic zone does
not mean that the United States is either “ready or willing” to match
the foreigners’ fishing efforts. “We do not want foreign vessels taking
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‘our’ fish to market,” he writes, “yet we do not have the capability
to land even enough fish for our home markets.” The U.S. fishing
industry has nothing to match the big Soviet or Japanese “factory
ships”; over 90 percent of U.S. vessels are less than 100 gross tons.
Without major federal subsidies of prices, wages, and shipbuilding,
American fishermen cannot modernize, and no such subsidies have
been proposed.

A less costly alternative, Slye suggests, would be to allow foreigners
to continue fishing in the newly decreed zone under close supervision,
with quotas, set seasons, and fees paid to the U.S. for the purpose of
developing its own fishing industry.

. “Relating Education to Entrepreneurial
BLLS'ZVLBSS SLLCCBSS Success” by Merrill E. Douglass, in

and Educaz‘ion Business Horizons (Dec. 1976), School
of Business, Indiana University, Bloom-

ington, Ind. 47401.

Although many basic texts on small-business management cite the
“low formal education level” of typical individual entrepreneurs, this
assumption is a “myth,” even in the South, according to Douglass, a
business professor at Michigan’s Grand Valley State College.

Douglass interviewed 153 entrepreneurs (black and white, one-third
of them women) in the greater Atlanta area; all of them were owner-
operators of firms with fewer than 30 employees. He found that one-
third had college degrees, 24 percent had “some college,” and 31 per-
cent a high school degree. The blacks were slightly more educated
than the whites, especially the women, one-fourth of whom had gradu-
ate degrees.

But higher education did not necessarily mean greater entrepre-
neurial success; those owner-operators with “some college” did better
—in terms of their companies’ sales growth—than those with college
degrees. And, to Douglass’s surprise and chagrin, college graduates
who had majored in business were “not as successful as other college
majors,” e.g., majors in engineering or science.

“Banking Legislation: Key Issues for
Banks Need 1977" by Paul S. Nadler, in Bankers
Reform Laws Monthly (Dec. 1976), 601 Skokie Blvd.,

Northbrook, Ill. 60062.

“Haphazard” federal regulatory and legislative practices have made it
possible for savings banks, savings and loan associations, and credit
unions to gain unfair advantage over commercial banks, whose activ-
ities are in general far more restricted by law.

So argues Nadler, a Rutgers business professor. He sees the dwin-
dling membership of banks in the Federal Reserve System as a trend

The Wilson Quarterly/Spring 1977
14





